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On the Rates of Interest for the use of Money in Ancient and 
Modem Times. Part III. By William Barwick Hodge, 
Vice-President of the Institute of Actuaries. 

[Bead before the Institute, 27th Dec, 1858, and ordered by the Council to 

be printed.] 

J. HE steady and gradual diminution in the rate of interest that 
took place from towards the end of the sixteenth to the middle of 
the eighteenth century, was generally attributed, during the period, 
to the great additions made, after the discovery of America, to the 
amount of gold and silver circulating in Europe. 

It is rare to find any grounds stated for this opinion, which 
appears to have been received, without much inquiry, as a self- 
evident proposition. Among those who asserted it was the san- 
guine projector John Law ;i but he does not seem to have thought 
that it required any proof. 

Montesquieu, indeed, endeavoured to adduce evidence in favour 
of it, but did little more than assert that, from the large sums of 
money brought to Europe, there must have been fewer people 
wanting to borrow -^ and, although he referred to the great pro- 
portionate rise in prices, he left entirely out of consideration the 
fact that, as soon as transactions were settled upon the new basis, 
the increased cost of the commodities that were the objects of 
trade would render necessary an increase of capital to carry it on, 
and a corresponding increase in the sums required as loans.^ 

He certainly quotes the assertion of a native American historian, 
the Inca Garcilasso,^ that, immediately after the discovery of Ame- 
rica, the rate of interest in Spain fell from 10 to 5 per cent, per 
annum ; and this, if authentic, must be admitted to be in favour of 
his views.* 

Hume was the first person to question this opinion, as to the 
effect of the increase of the precious metals; and his desire to 

' Emtio. Financ. du 18' Steele ; Paris, 1841 ; p. 667. 
^ Esprit des Lois, Ut. zxii. chap. 6. 

' The following estimates of the amounts of the precious metals circulating in England 
and Wales at different periods, are given by Dr. Charles Davenant {Works i. 369) : — 

1590 £4,000,000 I 16R8 iClB.SOO.OOO 

1624 £5,500,000 1697 £16,036,000 

1660 £14,000,000 | 

■* Montesquieu has been accused of asserting fects upon doubtful authority when they 
appeared to support his opinions. The historian he refers to is not mentioned in the list 
of writers prefixed to Dr. Robertson's History of America; and his works appear to have 
been unknown to Hume, who, in the Essay upon Interest, confounds him with the Spanish 
poet, Garcilasso de la Vega. 
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refute it appears to have been his principal inducement for pub- 
lishing the Essay on Interest, a.d. 1753. Adam Smith^ con- 
sidered he had settled the question so completelyj as to render the 
further discussion of it unnecessary. Nevertheless, we frequently 
hear a similar error repeated at the present day; and a recent pub- 
lication, of considerable ability and research, contains a warning as 
to the effect the discoveries in California and Australia are likely to 
have in diminishing the rate of interest.^ 

One great source of fallacy upon the subject has been the con- 
fusion arising from assigning the same term to two very different 
ideas. The value of money is an expression not only applied 
commonly to the exchangeable value of gold and silver, or the 
proportion of commodities that a given weight of one of those 
metals will command, but is used likewise to denote the rate of 
remuneration for which loans can be obtained. It is universally 
admitted, that an increased supply of the precious metals has a 
tendency to reduce the value of money in the former sense ; and 
the admission has been, without consideration, assumed to apply to 
it in the latter; but so far from there being any evidence that such 
increased supply tends inevitably to diminish the rate of interest, 
the only experience we can refer to upon the subject leads to a 
contrary conclusion. 

The discovery of large accessible quantities of gold in Cali- 
fornia and Australia caused, in both countries, an enormous depre- 
ciation in the value of the metal, or, which is the same thing, an 
enormous rise in the prices of commodities; but it caused an 
equally enormous rise in the rate of interest, which reached at the 
gold diggings in each country as high as 20 per cent, per annum. 
There is no doubt that the stimulus to trade caused by the gold 
discoveries, led recently in England to a rate of interest upon com- 
mercial transactions higher than had been known for many years 
before. The real cause of the fall in interest that has been con- 
sidered, was, indisputably, the great change that took place in the 
social condition of the principal European nations. It was only 
about the period of the discovery of America that those nations 
attained the advantages of tolerably regular and orderly govern- 
ments, that the power of the feudal nobility was restrained, and 
the right they assumed of carrying on private wars effectually 
repressed. 

Up to that time, the general insecurity had the effect of keeping 

' Wealth of Nations, took ii., chap. 4. 

* Insurance Guide and Handbook ; Lond,, 1857; p. 196. 
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up the rate of interest, not only by increasing the risks of the 
lenders, but by discouraging the accumulation of capital. 

It has already been pointed out,i that the prohibition of usury, 
by compelling secrecy in all such transactions, has prevented any 
extensive information coming down to us as to the rates at which 
they were negotiated. 

A similar difficulty arises out of the laws regulating the rate of 
interest; for as the prohibition, however strict the attempts to 
enforce it, was never successful in preventing the practice, we 
readily infer that the legal limitations were similarly evaded. 

For these reasons, we are unable to determine whether the rate 
of 10 per cent., fixed by the 37th Henry VIII. and the 13th 
Elizabeth, was in accordance with the market rate during the 
periods those Acts were in force. 

Macpherson supposed this rate to have been adopted, in the 
former Act, on account of its being the one that was current at the 
time in Genoa, which city, he states, was then the chief seat of 
bankers and dealers in money, and regulated, in a great measure, the 
rate of interest throughout Europe.^ The Bank of St. George, at 
Genoa, was one of the earliest establishments of that description.^ 
It made large advances to both the Spanish kings, Charles V. and 
Philip II.; and the latter must have been seriously dependent 
upon it for supplies, if we are to believe the assertion of Bishop 
Burnet, that Sir Thomas Gresham delayed for a year the sailing 
of the Spanish Armada by causing a run upon this bank, and 
thereby preventing it from advancing the funds necessary for the 
expedition.* 

On the accession of Charles IX. of France, about the same 
period, a.d, 1560, the interest paid upon the public debt of that 
kingdom, amounting to 43,483,000 livres, was 12 per cent., as 
appears from a financial statement submitted to the States-General, 
A.D. 1561 ;5 but not long afterwards, a.d. 1601, Henry IV., by a 
royal edict, reduced the legal rate to 6J per cent. At this latter 
date, the current rate in France appears to have been rather lower 
than in England; for Sully, the adviser of the reduction, relates, in 
his memoirs, that the ordinary charge was the twelfth penny, or 8J 
per cent., although some took as much as the tenth penny, or 10 
per cent., then the legal rate in this country. The reasons assigned 
for the measure by this celebrated minister differ little from the 

' Assurance Mag. vi. 328. ' Hist. Comm. ii. 103. 

' Hallam : Hist. Middle Ages ii. 404. * Hist, of his own Times; Lond., 1838; p. 209. 

* Hist, of the Reformation; Lond., 1847; i. 222. 
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views that hare been described as being popular here at the same 
time; and he particularly insists upon the tendency of high interest 
to reduce the value of land, the only wealth of the nobihty.' The 
royal edict declared it had ruined many good and ancient houses, 
and obstructed commerce, tillage, and manufactures.^ 

Hume^ and Macpherson^ both describe this as a reduction to 
6J per cent. ; but Sully expressly states that the twelfth penny was 
forbidden, and the sixteenth penny, which is 6J per cent, only, 
was substituted. The writer first-mentioned cites this as an indi- 
cation of the great advance of France above England in commerce,' 
which it certainly was, if the legal agreed with the market rate, but 
this seems doubtful. 

There is sufficient evidence, that in England, under the 5th and 
6th Edward VI., which altogether forbade the taking of interest, 
considerably more than 10 per cent, was paid. It has been men- 
tioned, that Queen Mary was compelled to borrow at 12 per 
cent. ;* and Dr. Wilson, whose book was published in her reign, 
reproaches the usurers with bringing the Prince behind-hand by 
taking twelve and fourteen in the hundred.^ The same writer, 
while admitting the Jews were worthily banished from England for 
their usuries, thus complains of the money-lenders of his time : — 
" They are worse than Jewes, for go whither you wUl throughout 
Christendome, and deal with them (the Jewes), and you shall have 
under ten in the hundreth — yea, sometimes for six — at their handes, 
whereas English usurers exceed all God's mercies, and will take 
they care not how much"^ — and one of the parties to the dialogue, 
in pointing out the impolicy of forbidding usury, urges — " See what 
Cometh of this precise restraint : men can now get no money but 
after thirtie or twentie, at the least, in the hundi'ed."' 

From this work we obtain information as to the rates charged 
upon loans of small sums. 

Dr. Wilson says — " This learning is now so well known, that even 
women, yea, and goodman hoyden from the coimtrie, in whom 
a man would thinke were no craft or subtletie to live, can aske the 
shilhng pennie for a week, which in a yeere amounteth to four 
shillings and four pence ; "^ and, pointing out that it is equal to 
400 per cent., he denounces it as " marvellous strange and 
uncharitable."^ His indignation would have been greater had 
he known the fact that iSlOO invested in this manner, if the interest 

* Memoirs ; Paris, 1814; iii. 6. ' Hist. Comm. ii. 223. 

' Hist. Eng. ; Appendix, No. 3. * Assurance McKf. vL 332. 

* Dialogue, &c., p. 78. * Ibid., p. 38. ' Ihid., p. 61. 
« IHd., p. 15. 
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were regularly received and re-invested at the same rate, would 

amount in a year to £6,421. 5s., making the interest equivalent to 

upwards of 6,000 per cent, paid yearly. 

The following stanza occurs in a ballad of the time intitled 

Gemutus the Jew : — 

"His wife must lend a shilling, 
For every week a penny ; 
Yet bring a pledge that is double worth, 
If that you will have any."' 

and a century afterwards, a.d. 1686, the shilling penny by the 
week was commonly taken from fishwives and dealers in small 
wares.'^ 

High as it seemed to Doctor Wilson, this rate is much exceeded 
by charges made at the present day, notwithstanding the great 
accumulation of capital that has taken place since his time. 

We are told by the author of London Labour and the London 
Poor, that the ordinary charge for loans to the costermongers, or 
itinerant vendors of fish, vegetables, and so forth, in the metropolis, 
is 20 per cent, for a week ; which, at simple interest, is equal to 
i£l,040, and at compound interest, to £1,310,356 per cent, per 
annum.3 Among the people described, 10 per cent, for a week* is 
reckoned extraordinarily low interest, and instances are given of 
as much as 50 per cent, paid for a single day.^ One man assured 
the writer in question that he had paid sixpence a day for a month, 
or fifteen shillings in all, for the loan of five shillings, which he 
repaid at the end of the term.^ 

The lender, in this case, quadrupled his capital in a month ; 

' Percy Reliques, jtc; Lend., 1839j p. 56. ^ Kelly: On the Usury Laws, p. 13. 

^ Mayhew's London Labour, &c.: Lend., 1851; i. 29. 

^ I have already given a table for comparing monthly with annual payments of in- 
terest (Assurance Magazine vi. 304^. The following table has been constructed upon 
precisely the same principles for the comparison of weekly with annual payments. The 
results are given up to 1 per cent, for a week to the nearest fraction of one eighth above 
that rate to the nearest whole number. 
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Actual equivalent Rate 
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payable Annually. 


payable Annually. 
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365 
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1,164 


10 


520 


14,104 
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1,040 


1,310,356 



^ London Labour, &c., i. 30. 



iM., i. 31. 
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and, if he could have invested a sovereign in a similar manner, re- 
investing its accumulations at the end of each month at the same 
rate, it would have amounted, in one year, to sixteen millions, 
seven hundred and seventy-seven thousand, two hundred and 
sixteen pounds ! * If he could have continued the operation for 
fifteen months, he might have paid oflF the National Debt, and had 
nearly three hundred millions to spare ! 

In reference to such transactions, it must be considered that 
the real interest of money forms but a small part of the remune- 
ration received by the lender, which consists, in addition, partly of 
the fund necessary to replace losses, but principally of wages for 
the labour incurred in carrying on a number of small transactions 
of a very troublesome character. The demand, too, for money at 
such rates can hardly be otherwise than irregular and uncertain ; 
and as the lender must always be in readiness to take advantage of 
the market, his capital probably often lies idle. 

We may be sure, that if such high rates of profit could be 
looked for upon an extended scale with any degree of certainty, 
capital would flow into the trade ; although it must be admitted, 
that as no one could carry on such a business successfully without 
an intimate acquaintance with the characters and habits of the 
persons he dealt with, this knowledge might have the effect of 
giving the person possessing it a kind of monopoly. 

A capital of ^8150 so employed appears to be considered 
unusually large ; and the estimated gains of its proprietor — £390 
a-year ^ — if they even equal that sum, are probably not such as to 
tempt many persons to compete in a business of the kind ; neither 
is it easy to believe the story told by the author of a legal work, 
that, in the last century, the father of a peer amassed a large fortune 
by such investments.^ 

We find a striking proof of the heavy charge made in these 
cases to cover bad debts, in the fact that, while the weekly hire of 
a barrow which costs £2. 12s. is only from one shilling and six- 
pence to two shillings,* the interest required for the loan of £2. 
12s. for a week is from five to ten shillings, although the barrow 
is an article likely to be deteriorated by use. The reason for this 
is clearly that the facilities for dishonesty, as well as the temptations 
to it, are much greater when money is the subject of the loan. 

It has been customary to speak of the interest of money as 
divided into two parts, — the one being the compensation received 

1 (1 +r)'2=(l + 3)'2=16,777,216. 2 Mayhew i. 31. 

' Kelly : On the Usury Tmws, p. 1 3. * Mayhew i. 30. 
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for foregoing the use of the capital lentj the other the premium 
covering the risk of its loss ; but there is another element, some- 
times an important one, namely, the expense of carrying on the 
business of lending. 

Pawnbrokers in England are entitled to charge, as interest, 
20 per cent, upon sums not exceeding £2. 2s., and 15 per cent, 
upon greater amounts up to ^10 ; but the slightest reflection on 
the nature of their business will show, that a large portion of the 
money so received must be required to meet charges for warehouse 
rent, wages of labour, and so forth. The annual expenses of the 
Monte di Pietk at Rome are j66,081. 12s. 4d., exclusive of pensions 
to retired officers.' 

The charges attending loans may be occasionally considered as 
forming part of the premium against risk. Thus, a man borrowing 
j£l,000 upon mortgage of a freehold estate, would probably 
have to pay not less than ^840 as the legal expenses of the 
security, and would actually receive only £960. 

If the rate of interest agreed upon were 4 per cent., he would 
be liable to pay annually j640, or jB4. 3s. M. per cent., for that 
sum ; and, on redeeming the mortgage, to repay the full jil,000, 
with, perhaps, £\0 further costs. The effect of these charges 
upon the rate interest would depend upon the duration of the 
loan. Assuming this to be five years, the additional payment 
would be equivalent to interest at (1"021=) £\. Os. 5rf. per cent, 
per annum, the rate at which j6960 will amount to £1,010 in five 
years. Thus, while the lender would only have received 4 per 
cent., the borrower would have paid £5. 3s. 9rf. per cent. — the 
difference being, in this case, the premium to cover the risk of the 
lender, who, but for the species of assurance obtained by the legal 
investigation, would probably have required a much higher interest. 
If the loan were for one year only, the rate of the actual cost 
to the borrower would be £9. 7s. 6d. ; and if for six months, 
£14. lis. 8d. per cent, per annum; the lender still receiving only 
at the rate of 4 per cent. 

This is one of the cases that show the absurdity of fixing any 
legal limit to interest, as it is clear that a borrower wishing to 
obtain a loan for a few months might find it advantageous to pay 
a high rate of interest under an arrangement that did not involve 
him in expenses. 

There is only one thing certain with respect to loans of money, 
the lender can never receive more than he stipulates for. That he 

* statistical Journal iv. 351. 
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often may, and does, receive less, is, doubtless, within the knowledge 
of most persons. It follows that, upon any considerable number of 
such transactions, there must almost inevitably occur a certain 
percentage of loss, however small it may be. To determine the 
average ratio of this would be an exceedingly interesting branch 
of the present inquiry ; but it could only be done by investigating 
the records of large establishments, engaged in operations of the 
kind through a long series of years. I have heard it stated of one 
of the oldest Insurance Offices in London, that its losses in this 
respect, from the first commencement of its business, would have 
been covered by an annual charge of (0'050=) one shilUng per cent, 
upon the average amount of capital invested ; but the only authentic 
information of the kind published, I believe, is to be found in the 
Appendix to the Report upon the Bank of England, made by a 
Committee of the House of Commons in August, 1832.' This 
Appendix contains a Table (No. 59) of the annual average amount 
of commercial paper under discount at the Bank, from the year 
1795 to 1831 inclusive, and a Return (No. 60) of the annual 
average loss from bad debts arising out of discount transactions 
in the same period. 

From a comparison of the facts there given with the rates of 
discount actually charged, it may be deduced that the average 
amount under discount at the Bank, during the thirty-seven years 
referred to, was £7,507,935 j that the gross amount of discount 
received was £13,703,578; being an annual average of £370,367, 
or (4*933 = ) £4. 18s. 8d. per cent, upon the capital invested. The 
average annual loss is stated at £31,696, being (0'43217 = ) 8s. 5^d. 
percent, upon the capital, or (8555 = ) £8. lis. 2d. per cent, 
upon the interest received. The net rate of the latter was, there- 
fore (4'511=), £4. 10s. 2f«?. per cent.; and if we knew precisely 
the expenses of this department of its business, we should be able 
to determine the exact amount of profit that accrued to the Bank 
therefrom. 

The violent controversy as to the lawfulness of taking interest 
at all, had not long been finally settled, when another arose as to 
the policy of diminishing the legal rate, which was carried on, with 
hardly less vehemence, during the greater part of the seventeenth 
century. 

One of the originators of the movement appears to have been 
Sir Thomas Culpepper the Elder, who printed in London, a.d. 1621, 
A Tract against Usurie, presented to the High Court of Parliament, 

> Pari. Papers, 1833, No. 76. 
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subsequently reprinted by Sir Josiah Child in 1693. This pam- 
phlet, published anonymously, was ascribed to Sir Thomas by his 
son, in the preface to a work on the same subject published in 1668. 

Although, like so many of his contemporaries, entertaining very 
mistaken views respecting interest, the writer was evidently a person 
of great sagacity, who stated his opinions with remarkable clearness; 
and he hit upon the true principle by which borrowing should be 
governed, when he pointed out that the stock of {i.e., the capital 
invested in) woods would grow faster at ten in the hundred than 
the woods themselves, i 

His principal object seems to have been to make capital more 
plentiful for the encouragement of agricultural improvements, and 
in his views respecting them he appears to have been in advance of 
his time. " Then," says he, " would all the wet lands in the king- 
dom soon be drained, the barren lands mended by marie, sleech 
lime, chalk, sea-sand, and other means, which, for their profit, 
men's industry would find out."^ 

Culpepper's pamphlet was evidently published with the inten- 
tion of assisting a great parliamentary efibrt, made in the same year, 
(1621) to reduce the legal rate of interest from 10 to 8 per cent., 
which had been unsuccessfully attempted both in 1606^ and 1614.* 

The measure was not passed, but it excited extraordinary atten- 
tion ; and a concise report of the debate upon it in the House of 
Commons was entered on the Journals — a course usual at the 
period in reference to matters of importance. This report stands 
in remarkable contrast to the floods of words that now inundate 
the columns of the daily papers during the session of Parliament ; 
and, as it contains authentic evidence of the opinions held at the 
period, I here insert it : 

Luna 70 Mail 19» Jacobi (1621). 

L 2". An Act foe the Abatement of Usury. 

"Sir Edward Mountagne, — Against the Bill — For alloweth Usury, 
which not allowed by the Law, or Church of England. 

" Sir George Moore, contra ; So Sir H. Poole, — This alloweth not, 
but restraineth only from Ten to Eight — To have the Penalties may be 
recovered, — 

" Mr. Mynn : — To commit the Bill, and insert something against 
Brokage, 

" Mr. Prowse : — This Bill formerly cast out ; Unfit now. The time 
shorter for taking in of Money : May much distress both Gentlemen and 
Merchants. 

"Mr. Whitson, — Against the Bill — against the Provision for not 
selling Wares for time at above eight per cent. 

• Page 6. 2 Page 8. ' Commons'' Journals i. 290. •• Ilml., i. .30.3. 



1859.] in Ancient and Modem Times. 77 

" Mr. Guy : — To have consideration of Mortgages, where the time not 
yet come. 

" Sir Edward Sackvyle : — ^Doubteth, the Bruit of this Bill may do 
much Hurt ; and undo those men which owe money. — Dutch Money. 

" Dr. Gooch : — Usury condemned in all Commonwealths ; yet but 
weakened, not taken away, — Doubteth, thus abating it will take it away. — 
That this will undo most of the Gentry of England : Will bring down the 
Price of Land. No Man will lend Money and so many Mortgages may 
be lost. 

" Mr. Neale — accordant : — Yet thinketh this may be helped at the 
Committee."' 

The Bill was committed^ and on the 29tli May reported and 
ordered to be engrossed ;2 but the further proceedings appear to 
have been stopped by the termination of the session, which took 
place a few days afterwards. 

It seems to me not improbable, that the arguments subsequently 
embodied by Bacon in his Essay on Usury were originally pre- 
pared for the discussion of this Bill, in which he would probably 
have been expected to take a prominent part. However, it never 
reached the House of Lords j and, ere it could have done so. Bacon's 
voice had been heard there for the last time — this being the session 
that saw his miserable fall, so deeply mourned by the admirers of 
his genius, because so well deserved. 

The reduction contended for was finally effected in the year 
1624, when it was enacted by the 25th Jac. I., cap. 17, that from 
and after the 24th June, 1625, all contracts for the payment of a 
higher rate than 8 per cent, per annum should be void, and that every 
one receiving more than that rate should forfeit treble the value of 
the monies, wares, or merchandise lent. Moreover, that every 
broker, scrivener, solicitor, or driver of bargains, who, after the date 
mentioned, should receive more than five shillings for procuring 
the loan of JSIOO for a yeai', and so rateably, or above twelve pence 
for making or renewing of the bond or bill, should for every 
such offence forfeit twenty pounds, and suffer imprisonment for 
half a year. 

Very faint opposition was made to the Bill in the Commons j 
one member only urging, that it was likely to be injurious to trade, 
which it had always been the labour of the House to increase, and 
that the rate for money in Spain and Italy being much higher, our 
moneys would be carried thither. To which it was replied, that 
the reason we were beaten out of trade by the Lowcountry men 
was, because money was there six in the hundred. 

' Commons^ Journals >. 611. ^ Ibid, i. 631. 

VOL. VIII. G 
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The Bill was read a third time, and passed without any division. 
On its passage through the House of Peers, a curious scene occurred. 

The Lord President reported it, on the 29th April, 1624, as fit 
to pass without any amendment, when the Lord Archbishop of 
Canterbury solemnly rose, and moved that the Judges might con- 
sider whether this Bill did not tacitly allow of usury to be taken 
(which is against the word of God) ; for that it then might be a 
scandal to our religion : and upon the Judges' report, that the Bill 
might be doubtfully interpreted in that sense, the Lords thought 
fit that a proviso should he added to the said Bill. The addition, 
which was " penned " by the Lord Keeper, with the assistance of 
the Lord President, was to the following effect : — " Provided no 
words in this law contained shall be construed or expounded to 
allow the practice of usury in point of religion or conscience;"' 
and the adoption of it appears to have been an especial comfort to 
some of their Lordships, particularly the Bishops, who boasted of 
it as disgracing usury. 

The absurdity thus perpetrated by the Peers, under the guidance 
of the head of the church and the head of the law, was not without 
example; for the 13th Ehzabeth, cap. 8, passed expressly to autho- 
rize usury not exceeding 10 per cent, per annum, recited as follows: 
— "And forasmuch as all usury, being forbidden by the law of 
God, is sin, and detestable." 

The Journals recording the proceedings of the House of Lords 
respecting this latter Act are not published; but, from an entry 
in those of the Commons,'* there seems little doubt this recital 
was introduced by their - Lordships ; a conclusion deriving con- 
firmation from the fact, that it appears to be one of the enduring 
peculiarities of hereditary senators to stigmatize a principle as 
immoral and irreligious, while stamping it with the sanction of 
legislative enactment. 

The Lord Keeper in 1624 was WilKams, Bishop of Lincoln, 
who rose upon the ruin of Bacon, and was the last churchman that 
held the Great Seal. That the great body of the clergy still retained 
undiminished their hostility to usury, appears not only from the 
conduct of the bishops on the occasion described, but from the 
sermons of the time, which are full of invectives against the prac- 
tice, and called forth the following remark from the celebrated 
John Selden, " Would it not look oddly to a stranger, that should 
come into this land and hear in our pulpits usury preached against 
and yet the law alloW it ? Many men use it, perhaps, some church- 

' Zords^ Journals iii. 325. « Commons" Journals i. 87. 
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men themselves."' From a subsequent Act, passed (a.d. 1651) for 
regulating the rate of interest, the House of Commons, by a special 
vote, ordered the omission of a clause stigmatising usury, couched 
in the same terms as that in the 21st Jac. I.'^ This latter Act was 
passed for seven years only, but was made perpetual (a.d. 1627) 
by the 3rd Charles I., cap. iv., sect. 5. 

It had been enacted (a.d. 1586) by the Scottish Parliament, 
that the legal interest should not exceed ten pounds, or five bolls of 
victual, for £100 by the year;^ and, in 1633, they followed the 
example of the English legislature, and reduced the legal rate from 
10 to 8 per cent.* 

King James I. obtained (a.d. 1620) a loan of 200,000 dollars, 
at a yearly interest of 6 per cent., from his brother-in-law. Christian 
of Denmark,^ who accommodated him the following year with a 
loan of 100,000 dollars, at the same low rate;^ but his own 
subjects did not deal so liberally with him. Charles I., soon 
after his accession, acknowledged a debt of £27,000 to Sir 
Wilham Courten, a celebrated merchant of that day, which bore 
interest at 8 per cent., and one-half of which had been contracted 
by James.' 

Among the numerous expedients adopted by Charles to ex- 
tricate himself from the pecuniary difficulties in which, from his 
hatred of parliamentary government, he became involved, he does 
not appear to have tempted advances by high rates of interest. 

The forcible abstraction of money from his subjects seems 
indeed to have been more to his taste, and, according to his views, 
more profitable. 

Soon after his abrupt and fatal dissolution of the Short Parlia- 
ment (5th May, 1640), the necessity he was under of finding the 
means of repelling the attacks of his Scottish subjects, drove him to 
measures which far exceeded his earlier extortions. 

The aldermen of London were summoned before the Privy 
Council, in order that they might designate the persons in their 
respective wards who were able to lend the king money, or, in 
other words, who had anything to be robbed of, which some of 
them refusing to do, were committed to prison. 

These, whose names. ought to be held in remembrance by every 
Englishman, were Alderman Somes, Alderman Atkins, Sir Nicholas 
Rainton, and Alderman Geare; and the warrants for their com- 
mittal were signed, among others, by Strafibrd, by Laud, by the 

> Se\ien''s Table Talk ; art., " Usury." ^ Commons'' Joarnah vn. 57 5. 

» Hist. Comm. ii. 182. ■• Ibid. ii. .376. * Ibid. ii. 303. 

6 Ibid. ii. 312. ? Ibid. ii. 336. 
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Lord Keeper Finch, and by Secretary Windebanke, all of them 
destined soon to become the victims of a severe and bitter retri- 
bution. ^ 

Charles descended to the wretched expedient of purchasing, 
upon credit, a large store of pepper existing in the hands of the 
East India Company, which was immediately resold for ready 
money, of course much under its cost.^ It was even proposed 
to issue a base coinage, "to be such that three pence in silver, 
added to a quantity of copper, should be made to go current for 
twelve pence." This business had several days' debate, but was 
finally rejected, under the advice of Sir Thomas Rowe, who, from 
his great experience in the " coyns of Sweden and other forraign 
parts," was specially summoned to advise the Council upon the 
subject. Sir Thomas's speech to the Council, a valuable memorial 
of the state of economical science at the time, is given at full 
length in Rushworth.^ 

He averred that "enfeebling the coin was but a shift for a while, 
as drinke to one in a dropsy, to make him swell the more ; " and 
he concluded with a reference to the balance of trade, a theory then 
in its infancy, which, wonderful to relate, even now retains its hold 
upon the imaginations of some persons. " If," said he, " the issue 
of native commodities may be brought to o'erbalance the entrance 
of the foreign, we need not seek any shift."* 

The most unjustifiable of all the practices of this king, was 
his seizure, in the month of July, 1641, of the bullion deposited 
in the Mint to be coined, or, when coined, left there apparently 
for security. This was principally the property of foreign mer- 
chants ; and, by earnest and energetic representations, the owners 
contrived to get two-thirds of it out of the royal grasp, but were 
compelled to leave the remaining third, amounting to £40,000, as 
a loan, in the hands of the king, who offered the security of the 
farmers of the Customs, which the merchants were obliged to 

' Rushworth: Hist. Collections \y. 1181. 

2 Ibid. iv. 1216. 5 Ibid. iv. 1218. 

* There is a very extraordinary circumstance relating to this speech, which seems to 
leave the authorship of it doubtful. In the posthumous works of Sir Robert Cotton 
(Cottoni Posthuma ; Divers Choice Pieces of that renowned Antiquary, Sir Robert Cotton, 
Knight and Baronet, preserved from the injury of time and exposed to public light for 
the benefit of posterity, by J. H., Esq. : London, 1651) a copy of the speech attributed 
by Rushworth to Sir Thomas Rowe is printed as having been delivered by Sir Robert 
Cotton before the Privy Council on the 2nd September, in the second year of King 
Charles (1626). There can be no doubt as to the identity of the two speeches, which, 
with two or three insignificant exceptions, are word for word the same. Cotton died in 
1031 ; and it will be observed, the speech attributed to him was not published as his until 
twenty years afterwards, nor until eleven after it is said to have been spoken by Sir 
Thomas Rowe. 



1859.] in Ancient and Modem Times. 81 

accept, for the repayment of the amount, with interest — at what 
rate is not stated, i 

This act of Charles I. is said to have led to a practice which 
was the foundation of the modern system of banking; as the 
merchants, from their distrust of the security of the Mint, began 
thenceforward to deposit their bullion and spare cash with the 
goldsmiths. 

By these and other means, the king was able, in three weeks, to 
obtain £300,000 — "a sum," says Clarendon, "that sufficiently 
manifests the plenty of that time, and greater than any prince in 
Europe could have commanded in so short a time ;" but the 
historian, with astonishing effrontery, suppresses all mention of the 
king's unlawful proceedings, and describes the money as having 
been obtained by voluntary loans " of the particular lords of the 
council and of other private gentlemen about the city," adducing 
it, moreover, as " an unanswerable evidence that the hearts of his 
subjects were not yet aliened from their duty to the king, or a just 
jealousy of his honor." ^ 

To avoid a meeting with the hated and dreaded Commons, the 
king called at York a great council of Peers, to whom it was sug- 
gested " that they might give subsidies -"^ but they went no further 
than to join in a letter to the City of London, asking for a loan of 
£200,000, for which the Peers present were to become jointly 
securities with his Majesty.* 

This letter, dated the 25th September, 1640, and signed by all 
the Peers present, was itself a severe reflection on the king's pre- 
vious measures, as it declared that his Majesty, to their great joy 
and comfort, had announced his intention to summon a Parliament 
for the 3rd of the following November, 

With the Long Parliament, which met on that day, commenced 
an entire change in the financial system of the English Govern- 
ment, a change, however, not fully effected until the Revolution, 

As the whole of our existing National Debt, with the exception 
of a small fraction of it, has been contracted since the latter event, 
it has generally been thought that the system of providing for the 

> Rushworth It. 1216. 

2 Hist. SebMion, book ii. Hume, in noticing the errors and partiality of Clarendgs, 
gives him full credit for honesty of intention (Jlist. Eng., chap. Ixiii.) ; and, recently, 
an accomplished critic in the Times repudiated rather strenuously the charge of wilful 
felsification brought against the historian of the Great Rebellion in Mr. Forster's admirable 
Essay on the Grand Remonstrance. It is impossible that Clarendon could have been 
ignorant of the nature of the transactions mentioned in the text, or that he could have 
been honest in describing them as he has done. 

' Hist. SebeUion, book ii. * Rushworth, part i., iv. 1281. 
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public service by loans was then first originated ; and Smollett, in 
his History of William III., i-eproaches that monarch with intro- 
ducing the practice of borrowing upon remote funds. ^ With 
reference to this opinion. Lord Macaulay has truly remarked — 
" There can be no greater error than to imagine that the device of 
meeting the exigencies of the State by loans was imported into our 
island by William III. From a period of immemorial antiquity, it 
had been the practice of every English Government to contract 
debts. What the Revolution introduced was the practice of honestly 
paying them ."2 

Allusion has already been made to the heavy debts incurred by 
the first and third Edwards;^ nor were they rare instances, as every 
English monarch, from Henry III. to Charles II., with the excep- 
tion of Henry VII. and Elizabeth, lived and died in debt. 

Elizabeth certainly left liabilities to be discharged by her suc- 
cessor, but arrears of revenue sufficient to meet them were due at 
her death, besides claims of very large amount both from the King 
of France and the Republic of the United Provinces.* 

Such public debts as are here alluded to, were, however, due 
from the Crown, and not from the nation. The supplies raised by 
taxation were not appropriated to any special services by the Par- 
liaments that voted them, but were entrusted to the king for the 
general wants of the Government. 

As these were often of too pressing a nature to wait for the slow 
collection of taxes, the king obtained advances upon the security of 
the grants. The monarchs occasionally expended these as well as 
the loans for which they were pledged ; and, at any rate, it gene- 
rally happened that before one debt was liquidated another was 
incurred. 

In the reign of Richard II., London, and the other great com- 
mercial towns, being applied to for a loan, declined, on the ground 
of the great losses they had suflFered by such transactions, to make 
any advances except upon the security of the Parliament ; and, as 
this could not be obtained, the king was compelled to forego the 
expedition for which the funds were required.* The embarrassments 
of Henry VI. reached such a pitch that the legislature was induced 
to ofifer its guarantee, in order that he might obtain a loan; and 
Hume notices this as the first instance in our history of money 
borrowed upon parliamentary security.^ 

' Hist. England, book i., chap. Ixxi. ^ jjfgi Englund i. 289. 

=• Assurance Mag. vi. 325-328. ■• Sinclair's Hist. Pub. Rev.; 3rd edit, i. 220. 

^ Ibid. i. 385. » Hist. England, chap. xxi. 
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As the expenditure of the Government increased, the native 
capitalists were either too poor or too exorbitant for the monarch 
to have recourse to them, and loans were negotiated abroad, prin- 
cipally with the merchants of Antwerp, a city then at the head of 
European finance. 

Elizabeth thus obtained, by the instrumentality of Sir Thomas 
Gresham, £300,000 for reforming the coin.' 

According to Stowe, the men of Antwerp charged interest at 
10 or 12 per cent, for their advances, requiring, moreover, the 
guarantee of the city of London. He praises highly the patriotism 
and ability of Gresham, who obtained a loan for the queen from 
the Company of Merchant Adventurers, and thereupon relieved 
her from dependence upon foreigners.^ 

The Company of Merchant Adventurers was an association of 
wealthy merchants resident in London, or in important maritime 
towns, principally upon the eastern coast, who traded with the 
Netherlands ;3 and it was probably the service thus rendered to 
Elizabeth that induced her to grant them (a.d. 1564) a charter 
of incorporation,* the first they obtained, although they had been 
in existence for nearly three centuries before, and carried on so 
considerable a trade that the woollen cloth exported by them to the 
Netherlands in a single year was valued at a million sterling.^ 

The Long Parliainent being resolutely bent on keeping such 
portion of the public revenue as they could control out of the 
hands of the king, who they had every reason to fear would make 
use of it for purposes injurious to freedom, wei'e compelled to take 
upon themselves functions that, until that time, had been the 
exclusive province and prerogative of the monarch. 

Shortly after their meeting, having voted that the sum of 
£100,000 should be raised by subsidies, they proceeded to obtain 
advances in anticipation of the grant. These advances were at 
first made upon the credit of certain aldermen and other citizens of 
London, who gave their personal security for the money, and were, 
by a vote of the House of Commons, passed on the 16th November, 
1640, appointed to receive it and retain it in their hands for the 
public service.^ 

This was but a temporary expedient; the liabilities went on 
accumulating; and on the 28th May, 1641, there occurs, for the 
first time, in the Journals of the House, an expression destined to 

' Hume : Hist. England; Appendix, No. 3. ' Survey of London, book i., p. 286. 

3 Macpherson : Hia. Com. ii. 15, 220. < Ibid. ii. 140. * Ibid. ii. 220. 

® Commons' Journals ii, 30. 
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be often repeated, and to become of momentous import in suc- 
ceeding ages. 

It was reported tbat the total debt of the kingdom amounted to 
£778,900.^ Only a small part of this was money borrowed, as it 
consisted principally of arrears due to the Scottish army and the 
army of the king, both of which the Parliament had undertaken 
to pay. 

At the same time, it was reported that the Company of Mer- 
chant Adventurers had offered to advance sums of either £150,000, 
j£120,000, or ^650,000, upon certain conditions, which the House 
accepted.2 

The Company apparently wished to retrace their steps, for they 
were- informed, in reply to a petition which they presented the 
following day, that the House expected the performance of their 
bargain.3 On the 17th June, the Merchant Adventurers were 
ordered to attend a committee of the House " as to the raising of 
moneys";'' but it appears that no satisfactory arrangement was made, 
as on the 14th July following the House passed a very significant 
vote, appointing a committee to take into consideration the several 
patents granted to the Merchant Adventurers, and to examine 
complaints.5 

In the meantime, to alleviate the pressing wants of the Parlia- 
ment, it was proposed to make Spanish money current, and to 
increase to 10 per cent, the interest upon money brought in,^ 
although a Bill for reducing the legal rate from 8 to 6 per cent, 
had been read a second time in the House of Commons only three 
months before. ^ 

By whatever means induced, the Company, in the following 
month of December, agreed to lend £50,000 upon security offered 
by the House, at an interest of 8 per cent., and on the 28th they 
received the thanks of the House for it, as " a great service and of 
great concernment to the Commonwealth." ^ 

The diflSculty experienced in obtaining such a small amount 
will seem extraordinary, if the latter be compared with the sums 
said to have been raised by the Government in the period of nine- 
teen years from the 3rd November, 1640, to the 5th November, 
1659, according to an account published in Sinclair's History of 
the Public Revenue, third edition.^ The total there stated is up- 
wards of £83,000,000, or an average of nearly £4,400,000 per 
annum; but the statement appears to be a very exaggerated one. 

» Commons' Journals ii. 160. ^ Ibid. ^ Ibid. ii. 161. ^ Ibid. ii. 170. 

5 Ibid. ii. 210. « Ibid. ii. 178. ^ Ibid. ii. 108. 

8 Ibid. ii. 358. « i. 285. 
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Whatever the distresses of his opponents, those of the king 
were much greater, and in February, 1643, he applied in vain for 
a loan of only j820,000 to the Merchant Adventurers, who com- 
municated his letter to the House of Commons, and were, as they 
no doubt expected to be, enjoined not to make the advance. ^ 

After the loan, no more was heard of the committee upon the 
patents of the Company ; and on the 28th May, 1642, a Bill for 
incorporating the Merchant Adventurers of England trading to 
Germany, Calais, and the Seventeen Provinces of the Netherlands, 
was read a second time in the Lower House.^ 

There are many orders of the House, in the course of the 
civil war, for the payment of various sums of money, with interest 
— the rate of the latter, when named, being always the legal one 
of 8 per cent. 

During the existence of the contest, the demand for money was 
an insuperable obstacle to any reduction in the rate of interest; but 
a proposal to that effect was made on the 12th March, 1649.* 

The measure was not carried until more than two years after- 
wards; when it was enacted, on the 8th August, 1651,'by the sole 
authority of the House of Commons, — the House of Peers having 
been abolished, — that from the 29th September following no higher 
rate than 6 per cent, should be charged for interest.* 

In the course of the discussion on this Bill, many suggestions 
were made for the reformation of the law, some of which, so slow 
is the progress of human improvement, have not yet, while others 
have only recently, been adopted. 

It was recommended to the committee on the measure, to bring 
in a Bill for making " lands, as well freehold as copyhold, liable to 
pay debts, and to enforce such as are able to pay their just debts."^ 

A measure for the general registration of conveyances, which 
had been previously originated, was recommended at the same time, 
and continued to be frequently discussed for many succeeding ses- 
sions.6 At length, in 1656, its advocates pressed it so strongly 
upon the House, that, after many debates and adjournments, it was 
only got rid of by the appointment of a committee to report to the 
House as to incumbrances.^ 

It was, no doubt, in reference to the proceedings of this com- 
mittee, that the parliamentary general, Edmund Ludlow, declared, 
in his indignation at the obstacles to legal reform raised by the 

1 Commons' Journals ii. 981, 982. ^ /j^^, ;{_ 591, j /},,;_ yij_ i62. 

* Ibid. vii. 618. ^ /j^a. vii. 575. 

6 See Journals vi., pp. 360, 388, 488, 491, 500, 603, 676; vii., pp. 213, 246, 249, 
250, 251, 263, 427, 436, 437-439, 441, 449, 450, 669. 7 nid. vii. 441. 
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members of the legal profession, "that the word 'incumbrance' was 
so managed by the lawyers that it took up three months' time to 
ascertain its meaning." ' 

Nothing further was heard on the subject, beyond a faint at- 
tempt to revive it made on the 19th May, 1659 ; ^ and on the ap- 
proaching termination of two centuries from that date, we shall 
probably be very far from the adoption of any general measure of 
the kind, although its practical utility has been demonstrated in 
local cases. 

In 1704, it was enacted, by the 2nd and 3rd Anne, cap. 4, that 
memorials of all deeds, conveyances, and wills, relatii}g to lands in 
the West Riding of Yorkshire, should be registered in an office to 
be appointed for the purpose ; and that after such register, every 
subsequent deed, &c., relating to such lands, should be considered 
fraudulent and void, unless a similar memorial thereof should be 
registered in like manner. ^ 

In 1708, a similar regulation for the East Riding was enacted 
by the 6th Anne, cap. 35,* and extended to the county of Middle- 
sex by the 7th Anne, cap. 20, in 1709,^ as it was likewise to the 
North Riding of Yorkshire in 1735, by the 8th George II. cap. 6.^ 

It may readily be supposed, that the confusion which existed 
after the death of Cromwell was not favourable to the regular col- 
lection of revenue ; and it is not therefore surprising, that the Par- 
liament which completed the Restoration should have found the 
Exchequer entirely bare. The House of Commons having, on the 
5th May, 1660, voted £500 for the purchase of a jewel to Sir John 
Grenville, the bearer of the king's letter to the two Houses, was 
without the means of paying the money until it was advanced by a 
private member, Mr. Forth, who received the thanks of the House 
for the same. '' 

Immediately after passing a resolution of thanks to the king 
for his gracious offers, it was ordered that a sum of £50,000 be 
presented to his majesty, and £10,000 each to the Dukes of York 
and Gloucester, and that a Committee be appointed to arrange with 
the corporation of London for the raising that sum, as well as a 
further one for paying the army, the whole to bear interest at 
6 per cent.^ 

The credit of the new Government does not appear to have been 
-high ; as, on the 25th May, Alderman Frederick reported to the 

* Ludlov'^s Mem. Vevay, 1698, i. 438. ^ Commons'* Journals vii. &b9. 

I Hist. Com. ii. 730. * IfM. iii. 4. ^ Ibid. iii. 9. « Ibid. iii. 205. 

' Commons^ Journals \ii\. 14. ' Ibid. viii. 4. 
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House that the members appointed to raise £3,000 in the city for 
his majesty's present service, finding a difficulty therein, had ad- 
vanced the money themselves. * 

The reduction of the legal rate to 6 per cent, under the Com- 
monwealth, was held at the Restoration to be void, as the act of a 
usurped authority ; and attempts were made to revive the rate of 
8 per cent, allowed by the 2l8t James I., considered to be still in 
force. An Act was therefore passed, reciting such attempts, and 
that the abatement of interest had been found, by notable experience, 
beneficial to the advancement of trade and improvement of lands 
by good husbandry, likewise that in fresh memory the like fall to 
six in the hundred, by a late constant practice, had found the like 
success, to the general contentment of this nation. 

This Act, 12th Charles II, cap. 13, which received the royal 
assent on the 27th August, 1660, confirmed the reduction of 
interest to 6 per cent., and subjected any person taking a higher 
rate to penalties precisely similar to those of the 21st James I. 
In the following year, a Bill was introduced into the House of 
Commons for discharging those whose estates had been sold, 
sequestered, or decimated, for adhering to his majesty or his royal 
father, of all interest exceeding 3 per cent, per annum. This 
iniquitous attempt to compensate, at the expense of their creditors, 
men who, if entitled to compensation at all, ought to have received 
it from the public at large, was actually passed by the House of 
Commons,^ but defeated by the Lords, who rejected the Bill when 
sent up to them. 3 

For considerably more than a century, the belief in the stability 
and integrity of the British Government h^s been so strong, that, 
except upon a few extraordinary occasions of great political disaster, 
or of unusual demand for loans caused by excessive expenditure, 
the interest yielded by investments in the public funds has in- 
variably been looked upon as regulating the rate to be obtained 
upon securities of the first class. Under the Stuarts, and for some 
years after the Revolution, the case was widely different. 

Charles II. was never able to borrow at the legal rate of 6, 
but paid ordinarily 8, and sometimes 10, per cent.; while, ac- 
cording to Sir Josiah Child, the holders of Exchequer tallies, 
the only transferable Government securities then existing, except 
seamen's tickets, were often compelled to discount them at 10 or 
12 per cent.* So rapidly and effectually did the king's profusion 

' Commons' Journals viii. 45. ^ Ihid. viii. 311. 

' Lords'' Journals xi. 323. * Discourse on Trade; Lond., 1693, p. 20. 
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and irregularities lower his credit, that within two years of the 
Restoration, on the 13th February, 1662, he caused a Bill to be 
introduced into the House of Commons to make it lawful for per- 
sons who might lend him money to receive interest at 10 per cent. 

The Bill was vehemently discussed for two days in a committee 
of the whole House, and on the 17th February was adjourned, 
"after much debate;" but on the 18th, Mr. Secretary Morrice 
informed the House he had directions from his majesty to desire 
they would put a supersedeas to any further debate on the Bill, as 
his majesty, "finding it might have some ungrateful relish in it, 
resolved to put himself on the greatest streights rather than adven- 
ture upon any course that might disgust the House, or prejudice 
his good subjects." The Commons returned thanks for the mes- 
sage, and promised to leave no means unattempted to advance his 
majesty's revenue.' 

On the 32nd February, 1664, a similar measure for permitting 
persons lending money for his majesty's occasions to take more 
than 6 per cent, interest, was rejected in the House of Commons 
by a majority of 82 to 67.^ 

Of the many unprincipled acts of this monarch in pecuniary 
matters, the most unprincipled was the celebrated closing of the 
Exchequer on the 12th January, 1672. 

I have already mentioned, that the seizure, by Charles I., of the 
bullion in the Mint, led to the custom of depositing money with 
goldsmiths, the foundation of the modern system of banking.^ 

The goldsmiths of London were renowned for wealth at the 
commencement of the seventeenth century ; and writers of the time 
celebrated the splendid display of gold and silver plate exhibited 
on the south side of Cheapside, which, from Bucklersbury to Old 
Change, was called Goldsmith's Row — all the shops therein, with 
the exception of four only, being occupied by goldsmiths. Their 
business, up to the period in question, consisted principally in the 
purchase and sale of plate and bullion ; but they derived con- 
siderable profit from exchanging foreign monies, notwithstanding 
the Acts of Parliament restricting such transactions to the royal 
exchangers — Acts which Charles I. appears to have attempted in 
vain to enforce. They had, moreover, another and even less 
legitimate source of gain. So imperfect was then the state of the 
arts, that to coin numerous pieces, each of precisely the same 
weight of metal, appears to have been beyond the skill of the time, 

' Commons' Journals viii., pp. 362, 364, 366, 367. ^ Ibid. viii. 604. 

3 Ante, p. 80. 
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and we are told that many of the half-crowns struck by the Parlia- 
ment, daring the Great Rebellion, differed from each other by as 
much as twopence or threepence in the value of the silver they 
contained. The goldsmiths made large profits by picking out the 
heavier coins and melting them down for sale ; and they appear to 
have taken a similar advantage of the imperfect manner in which 
the relative values of the silver and gold coinage were regulated.^ 
It was probably their familiarity with monetary operations, as well 
as their large capital and consequent high credit, that led to the 
practice of depositing cash with them — a practice that in the reign 
of Charles II. had greatly extended with the increase of trade, and 
had become so general as to attract the attention of most of the 
contemporary writers upon commerce and finance. Locke notices 
it, as almost beyond belief, though true, "that one private gold- 
smith in London should have credit upon his single security (being 
usually nothing but a note under one of his servant's hands) for 
above eleven hundred thousand pounds at one time." ^ Sir Josiah 
Child attributed "to that innovated practice of bankers in London,"^ 
or, as he elsewhere contemptuously styles it, " this new invention 
of cashering," the low price of land, the high rate of interest, and 
the stoppage of the increase of our trade ; but he bore unconscious 
testimony to its utility when he pointed out that " before this way 
of private hankering came up, men who had money were forced 
oftentimes to let it lie dead by them until they could meet with 
securities to their minds," which, he estimated, "would {com- 
munibus annis) in effect take oflF 1 per cent, per annum from the 
profit of usury."* The trade of banking was evidently rendered 
necessary by the number and extent of commercial transactions, 
and was merely an extension of the principle of the division of 
labour which interposed between lenders and borrowers a class 
of agents similar to those who from time immemorial had acted 
between producers and consumers. 

As has been the fate of most useful innovations, it was 
objected to by many merely because it was new — people com- 
plaining that it was a strange sort of thing to see the paying 
and receiving of money going on from morning till night in an 
open shop.s 

In addition to holding the current balances of their customers, 
and managing all their receipts and payments, the goldsmiths 
adopted a practice which has recently been revived in London 

1 Hist. Com. ii. 427. - Warh; Lond., 1812, v. 8. 

' Trade, ^■c, considered, p. 17. * Ibid., p. 18. * Hist. Com, ii. S62. 
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banking, and, as we have seen, was of very ancient date — that of 
taking money upon deposit and allowing interest thereon. 

The receipts given for such sums were called "goldsmiths' notes," 
and the frequent mention of them in documents of the period shows 
how general the use of them must have been. 

As the only mode of realizing a profit upon such transactions 
must have been to obtain a higher rate of interest than was paid, 
we are surprised to find it stated by Bishop Burnet that the gold- 
smiths allowed upon deposits the then full legal rate of 6 per cent. ^ 

We are told, however, by Sir Josiah Child, in the supplement 
to his Discourse concerning Trade, that his majesty having been 
inforced to give above the usual rates to goldsmiths, the latter 
were encouraged to take up great sums from private persons at the 
full rate of 6 per cent., whereas they formerly usually gave but 
4 per cent. ; and the same writer further says, in a tract entitled 
Trade and the Interest of Money considered, written in 1669, but 
published later, that before the late emergencies, the goldsmiths of 
London could have " what money they would, upon their servants' 
notes only, at £4i or £4. 10s. per cent."^ Macpherson asserts, 
without giving any authority for the statement, that the ordinary 
rate allowed by the goldsmiths before this time was 4 per cent.^ 
Out of the money thus obtained, large sums were lent to the king 
at 8 per cent. — the lenders receiving apparently something addi- 
tional in the way of commission upon the repayments, which being 
made weekly at the Exchequer as the taxes came in, enabled them 
to fulfil their engagements to their customers.* 

That this state of things must have had the effect of raising the 
rate of interest to ordinary borrowers canhot be doubted, for the 
goldsmiths would hardly take in money at 6 per cent, to lend it at 
the same rate. As, however, transactions at any higher rate were 
illegal, some modes of evading the law must have been adopted; 
but evidence of these was not likely to be made public. Lord 
Macaulay, speaking of the sum of £60,000 left by George Monk, 
Duke of Albemarle, who died about this time (a. d. 1670), says, 
it " probably yielded seven per cent.,"® which was one per cent, above 
the rate allowed by law ; and Locke evidently referred to the same 
period, when — in illustration of his argument, that to reduce the 
legal below the market rate of interest would only increase the 
profits of bankers and brokers, without any benefit to borrowers — 
he said : " Some years since, the scarcity of money having made it 

' Hist, ofhk own Times; Smith, London, 1693; p. 36. ^ p 32. 

3 Hist. Com. ii. 519. < Ibid. ii. S61. ^ ff^(_ £„^ ;_ 3(13, 
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in England really worth more than 6 per cent., most of those that 
had not the skill to let it for more than 6 per cent, and secure 
themselves from the penalty of the law, put it into the banker's 
hands."' The profits of the goldsmiths were destined, however, 
to meet with a sudden and violent termination. 

The pride of the English princes of the House of Stuart was of 
a peculiar kind. Some of the wisest monarchs mentioned in his- 
tory have made it their glory to pay to the laws of the countries 
they governed the same scrupulous deference they exacted from 
their meanest subjects ; hut the unfortunate race in question were 
actuated by different feelings. Submission to law and the re- 
straints of parliamentary government they looked upon as a degra- 
dation, and it was the only degradation from which they shrunk. 
To avoid it, they were ready to descend to any meanness, however 
low — to commit any breach of faith, however atrocious. 

In the beginning of 1672, Charles had recently concluded the 
shameful treaty by which he became a pensioner of the French 
king ; and, although he had obtained from the Parliament just pro- 
rogued a considerable grant, he was entirely unprovided with money 
to meet the expenses of the war with the United Provinces, which 
was one of the results of his French connexion. It is asserted, that 
having in despair offered the position of Lord Treasurer to any one 
who would point out the means of obtaining a supply. Sir Thomas 
Clifford secured the office by suggesting the plan of closing the 
Exchequer, and intercepting the funds appropriated to the repay- 
ment of the goldsmiths' loans. Some doubt, indeed, has been thrown 
over this part of the story. Burnet not only asserts that the Earl 
of Shaftesbury " was the chief man in the advice," but adds, " he 
excused himself to me, telling me what advantage the bankers had 
made, and how just it was of the king to bring them to account for 
their usury and extortions." ^ There appears to be no doubt that 
Lord Shaftesbury, in anticipation of the blow, drew out all the 
money he had lying in the hands of the goldsmiths, and advised 
his friends to do the same.^ The sum due from the king was 
j81,328,526, and the unfortunate bankers received notice, on the 
12th January, 1672, that the principal could not be discharged, 
but that interest upon it at the rate of 6 per cent, would be allowed. 
Many of them, thus rendered unable to meet their engagements, 
were compelled to stop payment, involving in their ruin a vast 
number of merchants and traders. The city was thrown into 
violent commotion, and the shock spread alarm throughout the 

' Worh V. 9. - Hist, of his own Times, p. 204. ^ Iliid, 
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country, a proof of the intimate connexion that had arisen between 
the trading communities of the kingdom. ^ This was, indeed, the 
first instance in English history of a commercial panic; for although, 
in the year 1667, when the Dutch fleet was riding unopposed in 
the Medway, and the sound of foreign cannon was heard for the 
first and only time by the citizens of London, a run upon the 
goldsmiths had commenced, caused by the fear that the king would 
fail in his payments to them, it was stopped by a proclamation 
announcing his resolution to adhere inviolably to his engagements.^ 

The interest promised by Charles was not regularly paid ; and 
after the Revolution, his victims sought the aid of the civil courts 
in enforcing their claims upon the royal treasury. Many years of 
litigation followed; but at length a decision was given (a.d. 1697) 
in their favour and against the Crown. The legislature then 
stepped in, and passed an Act charging the hereditary revenues of 
the sovereign with the payment of interest at 3 per cent, upon 
the original debt, but making it redeemable for one-half, or 
£664,263^being equivalent to a payment of ten shillings in the 
pound.' That sum was incorporated by the 3rd George I., cap. 7 
(a.d. 1717), into the general fund at 5 per cent., subsequently 
reduced to 3 per cent., at which rate we now pay annually 
j619,927. 18s. 6rf. upon this the most ancient of the numerous and 
enormous liabilities forming our national debt.* 

It might be thought that, after such a flagrant breach of faith, 
the king would never again have found anyone credulous enough 
to trust him ; nevertheless, Hume mentions it as a surprising fact, 
and a proof that public credit is not of so delicate a nature as is 
generally supposed, that, within two years of his closing the 
Exchequer, Charles was able to borrow at the same rate of interest 
he had paid before that event.^ 

One of the persons with whom he had large dealings in the 
latter part of his reign was Charles Buncombe, who rose to great 
eminence as a goldsmith, and in that business laid the foundation 
of a princely fortune and of a house ultimately ennobled ; but who 
evidently hesitated at no means, however vile, of acquiring wealth, 
as he was, in 1697, expelled the House of Commons for conspiring 
to defraud the Government by forged endorsements upon Exchequer 
Bills.6 

In 1697, an account was made out by order of the House of 

' See Iliime, Macaulay, Burnet, &c. ^ Hist Com. ii. 530. 

3 Sinclair : Hist. Pub. Rev. i. 401. ■• Ibid. 

* Hist. Eng., cliap. Ixxi « Commons^ Journals xii. 78. 
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Commons, of the sums paid for interest to Richard Kent and 
Charles Buncombe, Esquires, joint cashiers of the Customs and 
Excise — an office which Buncombe had probably accepted in order 
more effectually to secure the repayment of his advances, and, per- 
haps, by its emoluments to increase the interest he obtained upon 
them. From this account, which runs from 1676 to 1686, the 
sums actually charged for interest appear to have been always at 
the legal rate of 6 per cent. ; but gratuities, or remuneration for 
services, were, in all cases, paid in addition, sometimes at the rate 
of 2, and sometimes at the rate of 4, per cent, per annum. Upon 
the accession of the frugal James II., the rate of interest dropped 
at once to 5 per cent.' 

There are few additional facts to be noticed in relation to the 
subject until the period of the Revolution. During the reigns of 
Charles II. and his successor, the policy of reducing the legal rate 
of interest was strongly urged in many publications, but only one 
attempt to effect the object was made in Parliament. On the 12th 
April, 1668, leave was given in the House of Commons, by a 
majority of 116 to 73, to bring in a Bill for reducing the rate of 
interest for money. The Bill was debated on the 22nd of the 
same month, when the discussion was adjourned, and it was not 
resumed during the session. ^ 

The great accumulation of capital that had taken place during 
the period we have considered, necessarily had the effect of in- 
creasing the saleable value of land, as compared with the income 
derived from it; but there is some discrepancy in the evidence 
upon the subject. The House of Commons, during the Long Par- 
liament, on the 28th April, 1649, ordered that the price to be put 
upon dean and chapters' lands should not be under fifteen years* 
purchase for lands in possession, and for reversions after the same 
proportion.^ 

According to Davenant, the value of land in 1666 was in the 
best counties from eighteen to twenty years' purchase, and in the 
worst from fourteen to sixteen.* Sir Josiah Child admits, that at 
the same period (1665), the aVerage was below twenty years' pur- 
chase.5 Locke, referring to a time somewhat later (1680), speaks 
of eighteen to twenty years' purchase as the ordinary rate; but 
adds, that near places wherein thriving manufactures had been 
estabhshed — such as Halifax in the north, Taunton and Exeter in 
the west — two or three and twenty years' purchase were com- 

' Commons' Journals xii. 1 1 4. 2 /j,-^ ix. 79, 8C. 

3 Ibid. vi. 197. •* Works i. 359. « Trade, Sfc. considered, p. IS. 
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monly obtained.' Sir Josiah Child asserts, that land in Italy sold 
for from thirty-five to forty years' purchase,^ and he quotes eighteen 
years' purchase as the price in France;^ although, according to 
another writer, apparently well-informed, lands in that country 
termed noble, or giving titles of honour, sold as high as thirty-four 
to thirty-five, while the vulgar or ordinary lands sold for twenty- 
five, years' purchase.* The last-mentioned author states, that land 
in Holland sold for from thirty-five to forty years' purchase ; but 
this he attributes to the smallness of the country and the miraculous 
numbers of men, there being, as he gravely affirms, scarce six feet 
square of land to every inhabitant^ — an estimate that would give 
between four aud five millions of people to the square mile, and to 
the whole country above five times as many as the entire globe is 
supposed to contain. It may seem incredible that such an extra- 
vagant idea could have been entertained by anyone, especially by a 
person whose writings show that he possessed much general know- 
ledge as well as an extensive personal acquaintance with foreign 
countries ; but before the application of statistical science to the 
subject, the wildest notions were current with respect to popula- 
tion. In the reign of Charles II. (1661-3), Sir William Petty 
published his Observations upon the Bills of Mortality, in which he 
says he was led to the endeavour to determine the numbers of the 
people by an assertion, made in his presence, that London, in the 
year 1661, contained two millions more inhabitants than before the 
Great Plague in 1625.6 

The appearance of this work was the first step in the modern 
science of vital statistics, preceding, as it did, by about ten years, 
the treatise upon annuities of the celebrated De Witt, recently 
brought to light by Mr. Hendriks.^ The attention it excited may 
be inferred from the fact that it went through five editions in 
fifteen years. It was published in the name of Captain John 
Graunt, a Fellow of the Royal Society; but the real authorship 
was casually disclosed by Bishop Burnet, in a notice of Graunt, 
who, being a Roman Catholic and a Director of the New River 
Company, was accused of having, in the latter capacity, inter- 
cepted the supply of water during the Great Fire.^ Graunt was, 
probably, as innocent of this charge as he was of writing the 
observations that were published in his name, which may thus 

1 WorTiS V. 39. ^ Discourse of Trade^ ^c, p. 14. ^ Jhid^ 

■* Manley : Usury at Six per Cent, exami-ned, p. 32. ^ Ihid, 

*"' NcUural and Poiituxd Observations on the Bills of Mortality; otli edit.; London, 
1676, p. 80. 7 Assurance Mag. vi. 

' Burnet : Hist, of his own Times, p. 204. 
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singularly become connected with the history both of fire and life 
insurance without his having deserved it in either case. 

In the year 1685, the illustrious Newton appeared in the cha- 
racter of an actuary, and published a series of tables for renewing 
or purchasing church and college leases. The rates of interest 
upon which these tables are founded vary from 5 to 12 per 
cent.; but the author appears to have considered 6 the most 
likely one to be employed, as the examples are principally given 
at that rate. 

The Scottish Parliament (Pari. I., Car. II., cap. 47), in the year 
1661, reduced the legal rate of interest to 6 percent.; nevertheless, 
Sir Josiah Child speaks of 10 and 12 per cent, as commonly paid, 
about the same time, in Scotland and Ireland for interest.* The 
rate in France he cites as 7 per cent. ;^ in Turkey, 20 per cent. ;^ 
in Spain, 10 or 12 per cent, j^ " and there," he continues, "not- 
withstanding they have the only trade in the world for gold and 
silver, money is nowhere more scarce." ^ In Holland and Italy, 
he says, the rate was 3 per cent.; and in this he is confirmed by 
Manley, who wished his readers to notice that all Europe ex- 
ceeded us "in the rates of usury — Holland and some common- 
wealths of Italy only excepted." ^ 

The rapid fall of the rate of interest in Holland was the con- 
stant theme of writers upon commerce in the 17th century; and 
not having been enforced by any legislative enactment, but result- 
ing entirely from the rapid accumulation of wealth in the country, 
it was, until the present time, the most striking evidence that 
could be adduced of the material advantages that flow from the 
combination of political and commercial freedom. 

The rate of interest in the Low Countries, before the struggle 
with Spain (1566), was upwards of 12 per cent. In the beginning 
of the 17th century, it fell to 6 per cent, in Holland. Notwith- 
standing the sacrifices required by the War of Independence, and 
long before the termination of that war in 1648, the public debt 
of the United Provinces bore no higher interest than 5 per cent. 
Shortly after that event, the Government, in 1655, was enabled to 
reduce the rate paid upon it to 4 per cent., although it amounted to 
the large sum of fourteen millions sterling. * 

It was intended that the saving effected by the reduction should 
be employed in redeeming the principal, which was expected to be 
thus extinguished in twenty-one years. This was a suggestion 

^ Discourse concerning Trade, p. 14. ^ Trade, ^c, considered, p. 6. 

2 Preface to Usury at Sii' per Cent, examined. * Hist. Com. ii. 463. 
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of De Witt's, and is the first example of the establishment of a 
sinking-fund.' 

Perhaps it may excite surprise, that the Government of the 
Pope was the only one in Europe then enjoying a degree of credit 
equal to that of the Dutch. In 1685, the debts of the Pontifical 
Government amounted to about eleven millions sterling ; and the 
Pope, Innocent XL, finding they were selling at 122 per cent., 
although bearing interest at only 4 per cent., oflfered the holders the 
alternative of taking back their capital or of lowering the interest 
upon it to 3 per cent. The reduction was not only assented to, 
but the 3 per cent, stock shortly afterwards rose to 112 in the 
market.2 

(End of Paet III.) 



The Principles which should regulate the Reassurance 
of Risks. 

1 HE extent to which the interchange of risks is made by Assurance 
Companies at the present day, renders it of no small importance 
that a clear understanding should exist as to the terms upon which 
these contracts are to be carried out. There was a time, we believe, 
when a proposition from one Company to efiect an assurance with 
another was looked upon with coldness, if not with suspicion; and 
the fact that such proposals were often made when the proposing 
Office declined to assume any portion of the risk itself, would seem, 
very naturally, to give rise to such a sentiment. This practice, 
however, we believe, is now quite on the decline; and with well- 
conducted Companies it is pretty clearly understood that these 
transactions must be in every respect perfectly bond fide, and that the 
arrangement of them must be entirely just and equal, as between all 
the parties concerned. As the wealth of the country increases, the 
cases are becoming more frequent in which the sums to be assured 
upon individual lives are larger than any single Company would 
care to sustain the liability of; and as propositions of this nature 
are being at intervals made to all, each becomes sensible of the 
advantages of the system of reassurance, and of the necessity of 
its being based upon principles of perfect fairness and equality. 
It was, no doubt, under these impressions that the managers and 
actuaries of several Offices were induced, some years back, to draw 
up the following " Regulations." The object in view will be ap- 

' Hist. Com. ii. 463. 2 Ibid. ii. 622. 



